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\ - . Argenbima's recent mmmcwsfv:l bid for UG finencilal assi stanca Barks

I 2 ! v ) ’ - .
- . an important changs in that cmmtry*ﬁ cun@mia volicy that ia expscied te
B : .

\

- endure during the pericd of Argentine ecommf%.c rahahi}.it@ti&n? Over this
' ‘short-term period effects on U3 mtere ts are eXp: ected Lo be favorables muny of the

effecis over the longer term will be L.nf vorable.
Over ths shorb-Serm US im;emsw jshoulez be favored in geveral %:&yse
,Revisiem;zs in Argentine sconomic practice az well ag vty ugse of @‘tﬁpamp

U!a financial assistance: shou,i,d mmnﬁ}m L ?m*@n mﬁmag therelby pro-
moting rbs stab 1lity. I the Inter-fmerican ay&mﬁm }L:f‘g.veimmm will probably
urther reduce ”tm 168 s’&u&n@a %o U8 K}o} icy objectives, Fufill cabl:a.g&.tmm

t

that may devolwe from its recent ratification ef the Rio r@ai;y s and resbtrain

anti-05 propgganda@ Eﬁomomrg the noderate concern among ather Latin American

N3

vepublics over US &ssi%aﬁc@ to Argentine is not expaC bad to ﬁ@mpmv“*ﬂ sorl G’@é%ca

oo € (o0

1y U8 relatlons with .,h@mo In th& UHy the %z‘m regime is a%pactag to con-

L)

tinvs its policy of cooperation m;m the EZS and, in relation to the ﬁﬂld wer

will probably pursus a lsss equm@ca.l course than x'i, has in the pasi;e U5

ob
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y

An e\“tme sconomic relations will probably al 50 be favorsbly affectsd by the

weiird # > » v * ) :

:Ywme L‘%us report is in process of coordination with the im,@lh gence 5’”‘*'{:&?3.&.,«{

- Homs of the Departmants of Stats b, Army. £€a,vy9 and the Alr Force., I% :
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latlerly mé@umg to luprove the climabe for US eapital and snterprise
and to expand exporte, Exyamion of Argsniina exports will h@lp toward
clasing the dollar gap and favor Western Rurcpean recovery and d@f@nmo

Over the long temm, Argentine economic racovery would greabtly reduce
ths incentive to caapefate with the U3, Arpenbinz wouid probably. reverty to
nArrowly nationalistic policies because of “‘?tw anbition m rival the US a.m*ﬁ
im dagire to az%ﬂ.m a high degres of cconomic independence, Such a mtmm
tae rabionalist excesses would adversely affect US Jong-term interssis in
scw@m.l regpects, For @:{&i@l@ s if _thé A.z'g@m;-in@ thermwm; agéim sats out
to bring about sconomic mdeyemﬁ@nc@ through a,m@},@-mwd .‘nda::tmalimtboup i
sinmulbansously with sharp incmaawa ln mRas hving standards, s the economic
bages for its stabili i;y may &gam be undermi n@é(, Renewal of @xp@mimnjet
threats Lo neighbcrmg stabes would cauge these states Ho cell again cn the
U5 for protection, Im the UN, e.rgenm ine snppsr&, of the U3 wuld b& r'@dmraci
in the interést. of pmm@t:ing Argentine prestige among- othar American mpﬁbl:ic&s o
Tne Argentines would probably go o graater lengths m attempting to improve
bheu,r bargaining position with the U3 > by explaiting tiss with obher countyd leg,
Vincll,‘uding the Soviet blos, Heavivel of ageressive natlonallsm would cjﬂah'mﬁh

U5 economic policy and would ‘prezjudica US capital and snborprise in Argenting,
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PQOBABLI" EEWEGTQ OF REC ?’N‘}‘f‘ CHANGAS I 4 \ROENTINS ECONOAIC
v P@LGTIC& N Us b'uCUPI"PY INTERESTS

o Introductiono |
‘Argénﬁinam recent su.c(:esssi‘ul ‘bié for US coop@raﬁion é,ﬁd financial
asaistance after com;..tmw"xw Lo improve conditions for US business in
Argent‘?.na. a.mi after wndartaking nuch-ngeded @conomic rofomn marks an
1mpm’tcmﬁ mod:r.fmatlon in that country's pcm‘,wax* economic practics and
bh@ end o,f & period of.] t@mpariz:ing that begen in mmul,?!‘.gﬁo Since the
%mn Government Lm takon this init,,ﬁl s%pg which is not wi thout polluc&e:s,
msk’ to the mgimas it oeens weaaonable to expect that it will tako at least
such further steps as may seem nocessary o encourage further US ‘aas’istancﬁé. ;
during the short-temm p@riod required for m@my of iﬁh@ Afgentim@cm_emyo
This will probably be thres or four. year unless world-wide miltair;y procurement
is greably @xpmded_and Argantim recovery th-zereby accelerated,
| 4n analysis of the affect of th@sé changes in Argentine policy on US
intercsts m;y best be congidered under two headss short-term effects during
the pex-md of r@h&bllitabmm and long@z%«tem @f‘wctb after it .i,ﬁ eompletado

The ahorb—»wm effect:s {(found cv@nem,lly favorable to US inwm%s) are

analyzed in Section 2 oi‘ T}hls papers the longer-term effects (meny of tlwm

wlfcworabla) in Secmomo An appendix outlinos the situation out of which - -

this Argentine change of poi-ice; develope&e'

2o Short-term Effects cir U3 Interests, o RO

Cam:f;n U3 interests in relation to afg@ntina sh-eulé be v’fa.vc»rably affected

for the short term. The extent and duration of sush US advantage will be

7w A
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ixaﬁ‘lwﬁﬁed by ths effectivencss of" Us-pArgentine collsboration in relieving

‘ the latteris economic difficulties and by the length 6f time required. This
will pmbab ¥ be over a thres or four year pericd during which tha ddmnta.g@a
of collabomtion with tm U3 m.li be clear tc» the Argentine kzommn‘ba
Howsver, once egommic PRCOVBLY is achi@w&, Argentina should fesl frae vo
mém(a‘ctive pursuib of such 1orzgwranga objectives as eccnomic indspendence
and ﬁvalry with ths US for ..H@miephem influence. ' - |

a. Stability of the Argentine Govermment,

| Revisions in A.rgeﬁtiné oconomic pméticé 22 wall &8 bhe use of
. stop-gap US financial assistance should stabilize the Peron regime. Unless
glebility is establishsd, a nurzﬁo@f of _&av&lommnta wfavorable to US | |
, secuz-ity interests 'coﬁl‘d be expected. Pemn might well be cvezr*ﬁrom. and
his dwplacemnt lead to internal strife between labor c,nd the army. ‘},‘Zﬁs
would considerably reduce food ;amcfpluaf.s@ an .meaxvmn us strategio :a.m;eemm
in case of war with the USSR, Labor might turn to a Gommunist leadership.
Parefn‘s leadership 01‘ Arg@ntine' dabor is so highly persomﬂi.é@d ang labox{
‘affalrs so compl@‘tély tak@n over by his gdministmtion thatb
there is at present no ‘@timr‘ effective I@Me\rahipg axespt Cmmuniabg to
which ];abor could turn. Another mfavombl@ development, in the ovent o:?
P@ron“& cverthmws might be the establishment oi‘ an e.sctreme natlonalist régi%mg '
Such a govemmnt would fm& it politlcally advantag&ous Lo exp’loi‘b anti-

Us sentimnt. more intensely than has Pm'ona th@rmcms t._h@ govermment Wmﬂ\.d_
not be restrained in its nationalist ekces-@es either by the large land mm@rs

who are discredited or by ths middie class which is hopelessly divided politieally.

)

" "
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Although 1.}1@ aﬁmyw:&c&m@ of its desire for Ua a,msa could be expected to
m'@r’b & r@strmmmg ini‘lusnca on pationalistic anti-Us extremes, a new
regims would not only be less lik@ly to coop‘emt@ with the US, including |
aupport m a war mm the USSR, but also less capable of &ch.s.eving @co"iom@

' impmvmento Other davel apmnts unfc.vom‘b}.e to s inmmstsg resulting
from possible disorder or from an artmm nationaa_list successor Lo the P@xfcm
regime, would be thfe Mmr@@ affe% on U3 anﬁarprﬁse in ﬁrg@ntm and on
the econonde developmnt of ﬁhﬂh Hemisphare ta the @xt.en’e that it is dapmndc.ma
¢n expanding production -and f.rad@ in Argantina.,

b Argentm Cooperation with the US,

(1) Inter—hmerican Sygt@mo

Gont:mued ms‘braint in ite antl-US propagenda ma.y be axp@cﬁed
a3 lzmg as Argentma is dapendanﬁ on U5 aas:e stances This restraint should
favorably affect inter-Amsrican mljdanty by limiting Arg@ﬁﬁma“a ability
to igpress other letin American countries it is a rival **o‘ the Us. - X
Althouﬁh US assistance to the Peron Govermsent has cau:s@d some
Concern among n@ighbaring countries, pm'ticulm*ly Bmz’.ilg winich mg&ﬂi Argentim
| 8¢ potentially expansmnist &8 well as uwndemocratic, this comcern has bczen |
mﬁ‘d@r than th@:’w ugual reaction to IISwArgg@ntme cellabomi;.wnc U3 interests
in H@maph@re solici&ﬁ.ty will probably not be sc«zmoua;ly pmgudicesd by this
issue, p&rticulaﬂv ag ths A.rgentin@ (&ovcammnt 's'a"j,,l:ﬁ probably continue to
modamm ite pmviously aggm%sw@ latin American policy. Other L2tin ﬁm@ﬂ%ﬁ

count;ﬂ.esg mogt of which are now benaf’it:ing or expac%ng %0 do so from US

-3 e
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anclal msiatmcamppmr tc ba r@concileed to curreat US am Lo Argentine
28 emmmml bo Az?gemtmc and mgioma}, sts;biu'uy and to US objabtivea in the
| East-West, cartrovemsya .

A:f'gunﬁin&ﬂq ratification oi’ the Rio Trcza.ﬁy on 28 Juns 1950 con%
stitutes a high point in its support of US hemisphare pelicy aﬁd is particularly
slgnificant vi.n view of Argemtim&‘ 8 ‘oad record on ratifying impor%;ant int@z*w |
Anmerican &i‘.mt.mmemmov Ratification was largely mobivated ay Ax g@mm@ d@awm
to qualify- for purchaseg of US ms and mmitions as mll ag Lo encourage
continued US economic assistance, The Arvcntmes* bmmticn of n@utmlltyg |
ﬁh@ir- exaggerated. concern fa;:* awereigntyj and tmir gmbitions for groat p@mﬁm
shatus may wzider certain circumstances cause them to be reluctant Lo implement
th@ Rio 'l‘ealtyc Under such conditioiﬁsg they would probably cause di.f ‘ié:ultiegz
for the US by aaeking 'tzo secure advantages in return for fmflllmg thelr 7
obligations, but tn@y could b2 expected %o evantn&ny me@?» such obligations,
pa.rﬁ:icul&rly in view of their desires for prestige @mong other latin American
mpuﬁlicac Adherence to the treaty wi.ll probably be followed by increased
Ar'gentim particip&ﬁion in Organization of American States (CAS) actlvitwao

l P.mgardmg econonic mﬁt«am in the QAS, 1% would b@ too much o
éxpect tha &rgenbm@.., to continug tm high degres of coop@ra‘bion they ex-
Yendad dn the recant Washington session of the Int,@r*w&xmmcananSOGg whtich
nccuwrred while the Argentina negotiations for US assistence were in px‘ogmaa»
The futurs Argentmfa atbituds tmmz'd US economic policy, hmevcrn w:i.ll

probably improve over the abstructmmi.;&; tactics so evident in the pas‘tﬁ,__

k-
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although limited resistance to US policy can e expéé%é&ito cdntinueg being
ascribed to domestic political necessity.

(2) United Nations. , : o

The Peron regime mmj e expected to continue both its policy of
cooperatxon with the US in major UN bodxes and its independent attitude on UN
specialized agenc1eso fPeron has apparently estimated thet his support of. the
S vis-a-vis the USSR is of nrimafy imnortance‘in U“mArg@ntiﬁe rel&tioﬁso It
is, therefore, unlikely that h@ would whlla clearlv in need of contlnueq US
cooperauaon and aSulSL3n099 reduca such support in the UN. Since Argentlna 1Sr
now less able to attempt the role of mediator between thé'East_aﬁd Wast, no
longer holding a seat on the.S@cﬁrity éouncil and weék@ned by its unfavorable

economic situvation, its support of the US may even be st.rohgero Although

for US asuiutance that thelr counnry nay'decade to pdrtlcipate in such UN

agencies ao the World Bank and the Monetany Fund, and may even accede to the
General’ agreement. on Trade and Tariffs, it is doubtful whether such gestures

will be carried out. Argent;na*s record regarding those UN spec¢ialized ag&nczes

éf which it is a ﬁemb@r has been one of limited resistance to US obgect1vgs,

while its failﬁr@ to join some of thesa ag@ﬁéi@s has weakened”their potentialities -
for effective action. | |

(3) Argentine Position in the East-West Conflict.

In relation to the cold war, the Perdn admlnlqtratfon will probaw

|
|
|
|
|
_ , Argentines at the policyamaking level have intimated~during the pegotiatioﬁs
bly pursue @ less equivocal course than it th in Lh@ past. Peron has frequently

-5
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i

acted in a manner which'would éast doubt‘on thé reliabiliﬁj of Argentine éoma
mltmﬁnts to suppe"t US objectives agaLnst tna USSRQ He has, for exam@le, tried
to play off the Soviet orbit against the US and, in connection with hlS "Third
. Position® forelgn policy, has employed at home and abroad much more v1gorous
propaganda agalnst the US than agalnat the USSR, The Peron’Government will
pzobably c0ﬂtinus to entertain tentative Soviet and oatelllte overtures sporadi-
cally, largely for_bargaining purposes and to‘remind.the US that there is a |
price on Argentine support in the cold war, On the othér‘handg ratification
of the Rio Treaty as Well as sidingrwith the US against the_USSR~in the UN
represent unprecedented measures of Apgentine support of US policy; The much=
‘reduced volume and flagrancy or antluUB gropaganda abroad durlnb the past year
will also probably continue as long as the Perdh Government clearly needs fur-.
her US aid and cooperdtiong whlle on the dumestle front modulaued anti=Us
propaganda will probably be passed off by the admlnlstra*icn as a necessary
polxtlc&l expedlentu
The Perdn Goverhment will probably maintain and even\;mprove its
hlgh standard among Latln‘Amerlcan states fbr conaalnlng Communism, not only to.
imnress the U3 but also out a»f a ﬁenulnc concern over Communist penetratlcn of -
the labor movement and a possible global Communist victory, Although there is
., some reason to believe that the Perdn regime's concern and the effectlvpness of
its anti-Communist measures are overs tated to impress tha Uag tne ﬁovernment'v
control of Communlsts hag improved markedly duang the past year.

S
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{4} US-Argentine @conomic Relations.

US-Argentine ebpnomiclrelations will orobably be favorébly affected .
by‘the latter®s measures to improve{the climate for US capital and enterprise and
tb expand exports»as an iht?gral barﬁ of the‘Pérdﬁ recovery progﬁmn;

Duriﬁn the neﬁt three 6r fouf«years, it is probabiy that th@
Argent;ne Government, in order o encourace an influx of dollar capital, will _

vcontlnue to improve substantlally the conditions under which US busaaess operates
in Arpentinas It is to be expected, howevery that on»spec1f¢c igsues regardlng
 the status of US interests in Argentinawuespecidlly on the politicéily delicate
matter of eéstablishing the rights Qf'foreign businress on a basis of law rather
tihan as an exéeutive éromiéénmthe Argéntineslwill seek to drive‘ﬁard @argainsg
Argentine performance to improve conditions a?fecting us business in Argéntina
wil] be greatly affected.by tne manner and fi rmﬁe ss of US demands” by world
trade developments, and by domestic polltlcal factors.

- Adaptation of Argentinats trade Dattern to assist Western European
recoverj and defense, reduct;on in state controls and discriminatory practlces,
and reduced obstructlon of 1nternatlonal agencies receiving Us support are
possible 'developments favorable to US internat ional economlc pollcyn of thése '
probably ‘the most likeiy and the most important to the US as well as to the
Arventlnes iz the increase of trade between Europe and ﬁrgentlna, as the latter”
exportable surpluses again become available on a large scale. Argentlna is one
ofvthe,law countries capable of supply1ng some of the raw materials and focd~ -

stuffs that Western Europe will have to obtain from other thgn dollar sources

m?\ca
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as ECA funds taper off., | Expansion of Argentine trade within Latin America
should also favor US“interes'ts by reducing the dollar gap in that ar;eaa
Argentiﬁa”s low dollar-earning capacity and. its need to use
its dollars to meet credit "obligatiqns will prevent any very considerable
expansion of US-Argentiné‘ trade. Speci'al efforts through lthe Joint Argentine-
us Comissién to expand exports to the US will probably continue to meet with
s;)me- successﬂ, and credits vextended by private US firms can be expected to in-
crease the flow to Argentina of US machinery and’equipment above thé low levels
of 1914.8«»»195&. licwever; since Western Lurope rather than ihe Us is AArgehtinaBs

natural market, and since the Argentines will continue to be short of dollars,

they will have to arrange an even greater shift of their trade to Europe than

they now contemplate., Current Argentine plans, for example, call for sube-

“stantial imports from the US which are now cbtainable f.‘z'orp' Europe, Therefore,

Argentina will probably find it necessary to revise its trade agreements with
E\'eétern Buropean countries in order to obtain credits with which to expand

trade with Europe.

B
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3. Lone=tern Effects op TS Interests. |
Although the févorable effect on US interests over the short tesm ahould
to some extent continue into the future, it is by no means cer’tain that the net
effect over the longer term will be favorable; eertein longer-ramge factors mey
 be expécted ‘o oj:erate to the disadvantage of US sémzrity in'berestse Argentinats
increased f‘igeddm of sction » alter somé economic improvement hes been achieved ?

will enable P_ergn to resume policies adverse to US interests, similar to thbse

thet have ~uided the Peréu 'aﬁministraﬁicn in the ﬁast» Pordn's past record, his
reluctant and belated modification of his govcrnmertﬂs pelicy in order to obtain
Uw assistance when he had llttle choice, end his misleading of the Argentine
'nublic regarding the causes of present diffieultzewﬂ suggest fhat he mey in .
fact, return to such yoliclese . | l

a MJ’QX_&M&E&GW%&»

. Probable reversion to narrowly natlonallstic and incarsistent pcl;cioq
would'be un*avorable Tor long-term stability. The Peron admlnlstratlcnvhas encours=
‘aged powerful political~gfoups tovpursue incorpatible economic géals@' His gcvérﬂw

bumﬂt hasvconditioned the mass of Argentine labof ia expect continually rising
living standards and has eﬁcoﬁraged ééwerfui nationalist eiements To expect economic

. independence through acceiera%e@ industrialiéation¢ Since these two prdgrams have
becone bj fer the most important bases of pélitiCal powerg.it 1s probable that,
with the end of necessity for’sofﬁwﬁedalling thei: in the interest of US-assisted |
economie recovery, the Arpentine Government will then szain emphasize these gqais

~ for political purposes. But it is impossible to atbain these objectives simul-

taneous]v because demands on expendable income for the consuper side of the

T 9 L~ Y
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econcﬂy in the form of wege hﬁcreaseu amd social benefl’cs interf.e e with the capi-
tal formation a.nd flow of fumds into the investment s:.&e of the economy for indug-
trial development, The inevitable fmlurc to satiufy one or both of the power"‘ul
political groups demsnding wage increases on the one hand and Mdustrial dmre" op-
ment on the other uould weaken the govcbmmzen‘b*s support, thuu again impairing its
- shbability.
Furthermore, the govemment’s status in the future méy be weaker beeause
Péré;'x has never taken the mxblia intov his confiaehéeo In addition to enmhesizing ,
the Eximbank loan as a credit and diftortma U5 essistance to meke it more
palatable to Argentine pride, he has misrepresen ted bo the public the condition
of the Argeritine economy snd the significance of the present reform measures. f:o
lom as Peron is sble to meet the minimum demends of his pol:_tical sunport he
will probabl be a"ble, ‘uhrough control of mfom"tlon med:xa and vepression of-
opposition and dlssidenb elements, to prevent the opposxt:‘i.on from snmrlr up his
tactics of deception. However, should Perén's posicion cvemtually become wc,cz}rer s
his previous cone ealment 'tachie*» '::oald ai’ford useful ammunition to the onposwt:,ona
The i‘oregoinsr analysis has been b’ased on the assumptior that ‘the Peron
Government would take the eps necessary for economic inqorovemsmt over the shorter
term. Without this .‘mprovemmt ; the long-term unfavorable effects on stabih ty
would be :Lntenolfled., The contlnuamon of economic instability durmg t.he next
three of four vears could conceivably res_ulu in an attempt at an aImy coup. d?'eta‘t
resisted by Perdn aﬁd his labor fo]iowing;, Under mch cirmmstmces s 2 lasting

antipothy between the army and labor would probably be created which would weaken

oo 10 =
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the gtability of the Argentine Govormmemt in the future, evem if the amy attempt
to take over.were a fallure, | |
" be 'éggentgng Cooneration with the US.
| (1) ngggmmneﬁcgg Syshem.
| Since the Argentlnes belm.@ve 'ehemselvwes destlned to a'btain leadere

ship of South Ameuca, and smce their f‘ore:rgn policy for [ifty years has postum

lated riv,alry with the US, Argentina may be eﬁzpec'hed to renew its vigorous‘ >
efforis to extend ite influence in Letin Americe as soon as the pemod of econcmic :i

readjustment is over, Such expansioniet ei‘fox“cs vill most like.ly be more subtle

than in the past, in view of the failure of Argentina®s blatant 1abpr nropaganda

abroed in 1947-1948 and of increased. resistance 1n the OAS to subversive efforbs

by one Amsrican republic against ano*thero .‘Argentina will therefore _in all

probabllity concentrate its efforts toward cultivating C1dse economic ties and
| carrying out ambitious jp:‘ini development projects with neerby states. ‘On. a

purely eccnomic basis; such activities would favor US interests in expanded

trade and rising' llving standai'dsa In view of ﬁrgéntinef‘s record, however, 'f:.hﬂé@
actiﬁties may instead 59 designed to es‘.'tablisﬁ' its hegemony over the southern
helf of South America, thus jeopardizing Hemisnhere solidwi‘ty., It is a_‘tso

- possible that Perbn or his successor mey, in overestmatmg the 1mpor'tance to
the US of Argentine support in the Eest-West struggle » miscalculate US willipge
nesls tp cordone Argentine expansioniét efforts as the pric:e of its continueﬁ
alignment. Though the i‘earrs of other Latin American sta‘tes regardihg Argen{;-iﬁe‘
-e:z:_pan sion will probably be reduced for the pre.:en*o ] .such fears will probebly be

sharpened vhen Argon‘tine recovery is attained. . : o

o 11w
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- {2) Dnited Nation:.,
 Argentine support of US policies in the UN may become less con-

sisbent, thoush there is no. rea‘éon to .expect & pattern of opposition to the US.

" VWhen the incentive for cooperatiom with the US is reduced, Argentine mey i_mfease

its propaga:gda use of the TN {'.o enhance Argentine prasti’ge and influence, ‘pai”ticum
larly ja Latin America, Such pré:paganda‘ would probably ‘concentrate on the | -
fraditional Avgentiﬁe theme qf‘ equal vd'ti.ng rights forv small nations in inter=
nationel organizations. The pﬁzpos’e of this would be to éncmage blocs of such
countries, primarily Latin Anerican, to accept Argentine J.eadershig;u Argentina
would not, hm.rc?vér, be apt to go bey_onci these divisive tactics, siﬁce to d-o.ao
would rié‘k entagonizing other Latin Americen states uhie_:zk; preéominemﬁly i‘_avor
US objectives in the TN, | | |

Argentine giar{icipation in all of the specialized TN agencieé is
impxtobéble,, because thm would req*aire a moi'e complete modification of national-
istic"coricepts of ,sovez'eign%y énd of éconox:ﬁic 5zxteiest then reasonably @:an\be
expected, It is possible that the Argentines may find ‘i"e to their aﬁvah‘tage to

'joiim some individual sgencies such as the World Bank and the Imtermational

‘Monetary Fund s but this will depend .la.rgely on progress in the West toward miltie

lateral trade and convertibility of currencies.
(3) East-West Confl, ..1&&;;
Alﬂwugh any vfirm alignment between Argentiﬁa ahd the USSR and \
Satellite éouﬂ'bxiés is very unlikely, Argenﬁiﬁa‘ w:?j,.‘ls.l_probabiy continue its

attempts to improve its bargaining position with the US by exploiting ties with

other countries, including the USSR ond its Satellites. Since Argentina ie

S =12
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baylcm.'?y anti wﬂommemlqt and better able to secure 1t.3 industrial and armaments
requwnments from the VWest, it would ob_wlousiy grefer 1:0 use Western European
countries as counterbalances to the U5. However, the lengths to whicﬁ Argentina
can go will be determined 1argely' by the dégree of unity among the. North | |
Atlantie stotes. Should this xmity pro{re suqh as to preclude Argentina from
e@loi‘ﬁiﬁg i‘ﬁs tles with Western Barope to any great extent, it may iﬁtensi'fy
" its overtures to the East, although these m.ll nrobaoly con‘cmue to be es&en‘tially
feirvts for bargalnmg D‘L}_?pOSGSu . :
 (4) DSchrgentine Teonomic Relations.
Although some of the benefite '??,o Us eeonoﬁxic.nolicy' will persist, =

such as a scnmder Argentine econom,y, Argentma s resumption of na.rrowly nationalist

: 'nractlces will prejudice US«-Argentme econonie relations, Although the Argentines
have probably learned from recent experience that nationslism should ‘not bé |

‘ carried'to ’che exhremes of the poé’cmrar pe:ax?:i.cwa3 there is no evidence of any _
change in Argentma*s 1ongm?azlbe ob; ective of ati taining a large def;ree of e.ccnomig
independence, In view of Afgenﬁina,ﬂs vulnerability to world trade ebndi‘;.ioné g
~this objective has become so strong :Ln the national consciousness and so
closely assoéia'ted with é.Spira'tions for power that the Peron fég:zme,, or any
likely suecessor, despme the- lessons of 194;8&19509 would agein p’mmptly ﬁnderm
take an inaustrialn.zafcmn and reame.nent progrem &b a rate vhich would be

- economicelly unsound. It would not hes:.ta’be, for example; to usé control
measyres weli;established in Argentmamlncluﬂmg Ss,.at_e trading, bulk purchasingb

and selling, and differential exchange rates--to carry out nationalist progremns

- 13 -
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foer uneconomie plant cc,nsi,xucm on and dmfelc:pmc.nt of '*epcm"ceﬂ | in nearby countries
for polit.u,al azzd. atra%w:«c reasons . {mtemp‘ts of. uhlq natm*c to attain economic
mdopsmdence wcm.ldf, of cou:rse , conflict w:.'th s pol::.c;;r of freer multilat veral
| ‘tradeo Likewise, despite Argentine’s need‘of foreign capii‘;al and‘technical

skill for development, the Doli tical a&wsntageu of stres as:mg eeonomc mdepemcm
ence and of appealing %o namova.’listlc pre,]udices raige doubts as to whe‘i,hew

;, ~ or not IIS capital. and en"oe.xpriqe in f..rgentma will in the long ron receive
| . .
|

. Tavorsble 'treaumento

ey !!! “m
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APPENDIX
DEVELOPVEIES 1N, ARGTHTINA LEADING TO US ASSTSTANCE

Luring the two-yeer period (3\'19;37 1948 - Mgy 1950) ‘tha z‘s.zgezz’ziine e conomie
‘situation deteriorated critically and led the Pefefn a&ministraﬁiea relactantly
o seek US finaneial assistence, |

Larzely brcau,ae of rapid dmlet.v_ovx of L,z"ge postuar foreign c&chang«. hm.di,;w.“
thw'vgh 19m sh nm*ch es acc.elerateci induu trialization and wemmamﬁm s threagh -

hqvida tion of external aebt " and thmvr'fh Jaz f*ge-vsca.“ﬁc, nac.ir\ma.'lwatw on of i‘orezgnm;

vom*fe& utilities by mzrch&se s “Lhe Peron Gsvemmnu founa itselfl obliged to suspend

payment on appromma‘telv w!\,(,;O mil‘!.:i.eﬂ of ao}.i.az’ oblizationg in May 1848, This
defaulb was due chiei")i.y %o smdscelevlati on of the rate at wxmh m”geﬂtm&‘couiu
pey in hard em’ramiw for industrial eqmpme% and failvra i:o a:n‘t,:; cipate the
continued mconvermm}.my of Eurepean cam“eneies mpc,r'tiﬁu,mlv of @tem ﬁngm '
a'né the 1948 end of the sellers® market in gfamm rma situation wes sggrevated
by the govenmemﬁs failure to take remedial m@asw*es hscamae of its misp&aeed

confidence thal early demend by the TS for Avgentine food ..avxpivses to support

a var against the USSR or for Europoan FeCoT “oz'" wcm.d solve 1ts mre_agn extchange -

prablc:msq Avgentine export trade declined drastiesl. Iy in 1948 and- 1949 largely

beeause the Perdn Government did n@’b prcmnﬂv ahwé*en :'.i“:f”‘ earlier postuar

price policy of chargmm whab the ‘rraf’f'ic would b@az’ and beeauue ECA enceﬁrage*’
pracurammt of Europecm food %oqviromnm.s from nonmﬁrgem.me scurces. Furthep— .
more, the govermment's persistence in ma;;r-mg .'E.ov p:z'iecs Lo wmcu.rhzral prow

&wersmcount.mg on the apread “benween these pmce and high expow pmces _

w15 .
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'tc finance prcc-vwemem oi' indu.e'tz'ia.‘}. ethi?men%%rought on a marked decline in
agriculturel preduction and empor*'c ﬂ‘urplugee which was aggmva'ted by a severe

' d;xought in the 194950 crop season. As '&;he Argentine economy is highly dependent

| on mports of mw materials and manufac'tureﬂ products paid for by anric'altm*al

‘ e;vpori,s » the decrease .Ln agrim..uural exports conr.mbuted %0 severe ﬂ&l&dgu@tmenﬁw@

Shortages of essential imports evombmed with pers.e.stem demands for wage

increases—-t0 thich the adminietration acceded because of :‘?.’cs rﬁapendence on

laborts political support--gave impetus to rapid inflation {cost of living in

exchange cover for the eurrency, Wh:i,’«ch had been 165 percent in 1946, declined

‘ B Jarvazry 1950 was estimated at 373 compared with 100 in 1939}, Gold and foreign
to less than 25 percent not lom- after the administration hed the sta“‘cute re-

|

|

qmrmg a 2§ percenu winimum quspended in September 1949,

By the emi of “bhat year it was esﬁma’%:ed "cha-’c the Perdn ednﬁnistration

would not be able to avert a major rolitical crisis without f’orel.gn financml

aeui sba:nce@ RCPL,I‘C‘U&S:LDT!‘% from ¢ conomic deterioration had already produced intere
- mittend threai;s 1".0 ‘t;.?:ze Pe:am Government?f' stability. A.‘L"shough Perdn retainsd

a taoﬁchmd.: ma,}om‘l,y in Congress and although political opposition was

:’;n@ffecc.j.vex, his administration wes threatene@ with possible loss of vital |

labor support and with srmy ciisappmvel « The governmeni s probiem of mainteining
. the indispensable backing of these two ‘groups was cemplica'i;ed 'bsr theix confiiéting ‘

interests, | | |

‘4 The rearmement ‘and induarbr:teliza:tien progrem requiring onti-inflation

neasures and cooperation with US, the best scurce of supply, hes been a chief
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crwncmn of the army, vhile .&abar en the other haﬂﬁ hes succ GS@f!ﬁJ.V kept 1
pm"w,np ;‘i‘or inflationary wege mc‘r*easesn In 'ﬂus d ilemma. Femn was abie o
mapeuver admitly to avoid either loss of power 4o the Xy (winch appeared
imminent in e“rly 1949) or consolidation of lebor _dz,scen'uez1t t.m::,ch uhrea'tened
| ~ in the spring and fall of 1949. However, in order to prevent either of these
| two céntingencies d eveloping to the point of causing his m?e.tvbhrwﬁ Pe:z_*c';n. and
'_ : his advisers becane increasingly convinced that US assintance ﬁoﬁﬂd be required

arnd that substantisl changes in econcmic policy would be meeded o obtein such

a.azsis“c.ance_a
Because some of ils obgectivea &nd basic economic concepts were incone
gistent with US views, "che Peran administration moved hesiﬁan‘?:ly and reluctan."ol;v
to obtain US essistance and did not make zbétanma& ewncwic miﬂ'i.mr changes untii
wents-had dmonstrated i‘heir necesai s The postway eccnc:mﬁc program of the
Peron aedministration was an over-gmbitious bid for state-directed economic indew 4
perndence_ comparable to the political independence long enjc)yeﬁ by Argeutina. The
attempt to casry out this program, which was alse to proviﬂe an economic baéis |
":Eor Argentine leademhz.p in South America, ccmfllcted iﬂ mony r&epecbs u:i th world
postwar recf,:;ns truction and US 11}tez°zna'tionm trade pol:s,ciese It also adversely
affeéted_ U.‘Sm!argentine’ trade and US business in Avgentina. As the ef‘fect‘s”‘oi‘vﬂ:e
" deller shertege beceme more acute and as the condition .o:f‘ the. Argezi‘bf‘me economv‘
deteriorated :Lm 1948, the Perdn Government repeatedly moma‘bed that 1t woulzi
wdertake such measures as reloxetion of controls, sales of expcrts at x«orlca
prices, and participation in th@_,lnte: national Emergency Food {'ﬁommi’c’cee and :fm

/

the International Trade Organization, These intimations were noi realized in

- 17
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ény significant degree nor were the ‘antieipa‘aec% Jarge~-gcele ECA dollar p;.zrchasee
from Argen‘bina.wh:ich apparently -mo%ivatec‘i such gestures. It wae not until Febe
ruary 1949, when the army de;mzxded economic reform and improvement in cconomic
relations vith the US, that steps we:'e actually taken in this direction.

Miguel Miranda, architeet of the postwar sﬁa’c_eé-‘i'.rading policy, was forced oub

of the Nacn,ona._ Economic Counc.;;i s and Pcrm“‘ advisers made overtures to the us
for f‘:e.nam,lal assistance, In.zi,:r_a't:.cﬁ of negetiations with the US a.aci govemnervt
'eom_itments to revise econcm.e pol:?.cy relieved army pressure on the rogime. From
mid=1949 the argent:?_ne Government moved with greater decisi“\?eness' to improve
eenditions and to encourage US coopeﬁa‘ﬁ;:ieia in the economic field, Exporte sales
were increasirgly made or the basis of world érices; the scope of state-trading
wag somewhat reduced; exizphasis v.;*as shifted frcm industrialization to agricultural
production_; and\s{;ep were ":ejcon to reassure US business in Argentmao Most sig-
nifica.nt. of these steps wre con"@:m&d paymmts on ccmmerc.p_el arrears to US |
nationals, begun in Apr:-.l 10[;99 and 'r,emporazy asgistance to US meabt packers 4n
A:'f*gen'i,ma through govemmr*nt subsidies to cover operating 10%&”, In arly 1‘3)505,
in .em,:?.cipa.ﬁion of en. Exjmbenk dloan, Pez'on offered further assurances, such a8
the statemont that US capital is | safe .f‘rem expropriation. During i:hie period
concessions were mede to the US regarding eir routes and to Gs aviation companies

\

on remittances of earnings; the sitvation of US petroleum compenies in Argene

“tina wag improved and the Argentines e—v:»‘.denced some ihterest in bhe Internati onal

- Trade Orgmwa tion end the General Apreemenb on Trade and Tariffs, indicating -

alsc that some thought was being given to evemtusl membereh;p in the IJo*z:ld Bank

and the vmﬂeta?‘y F‘xmdo, These were the most importent cvoneess.mns that hed been

'madc bﬂ the Argentines vhen ‘the ! ';.=125 mi;llmﬁ Exinbank: loan was publicly anncunced

on 17 May 1950,
— ’ . ! ‘ | ‘ wan 18 e
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